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by John Neagle
Category/Department:  General
Published:  Tuesday, September 6, 1988
On Sept. 1, the UN Conference on Trade and Development (UNCTAD) released its annual report
summarizing major economic trends among Third World nations and world trade. According
to the Geneva-based organization, the only realistic means for the 15 largest debtors among
developing countries to achieve sufficient economic growth to pay off their debts is forgiveness of
at least 30% of commercial bank debt. The 15 nations are Argentina, Bolivia, Brazil, Chile, Mexico,
Morocco, Nigeria, Peru, the Philippines, Uruguay, Venezuela and Yugoslavia. They account for
approximately 60% of the developing world's $500 billion debt to commercial banks. The Conference
was established in 1965 as a forum for talks between rich and poor nations. Its primary mission is
fostering international trade as the Third World's "primary instrument for economic development."
Plans devised to resolve the debt crisis have not worked, said UNCTAD, because low commodity
prices on the world market have eliminated benefits from lower interest rates and other concessions.
In the words of Conference secretary general Kenneth Dadzie, "The debt crisis of developing
countries is entering its seventh year without being any closer to solution. We must also face the
fact that without significant scaling down of debt obligations, the main debtors of commercial banks
will simply not be able to grow out of their debt problem." After stating that writing off 30% of
the debt would not constitute a threat to the financial system, the Ghanian diplomat added that
the "real threat stems from the continuous postponement of development." UNCTAD's plan is
similar to one proposed by President Francois Mitterand of France in June. Mitterand said that his
government would cancel one-third of the debt contracted by sub-Saharan countries, and called on
other industrialized nations to do the same. Roger Lawrence, director of the organization's finance
and development division, told reporters at a press conference in Geneva that the creditor countries
were not likely to react positively to the plan in the near future. He predicted that creditor nations
would eventually support large-scale debt forgiveness. Additional highlights on Latin America
in the UNCTAD report are summarized below: * Although in 1987 interest rate hikes and a world
recession were avoided, foreign debt payment provoked the near-stagnation of Latin American
economies. Regional aggregate economic growth last year was 2.2%, down from 3.7% in 1986. Latin
American economic growth was lower than for the Third World as a whole, particularly the nations
of the Far East (aggregate 8.1%). * Future prospects are not encouraging. Aggregate growth this
year is projected at around 2.2%, compared to 3.1% for all developing nations. * In 1987, only seven
countries achieved a growth rate higher than the regional average: Colombia, Chile, Dominican
Republic, Jamaica, Antigua and Barbuda, Peru and Uruguay. * Mexico experienced a slight recovery
at 1.4%, following negative growth in 1986. A 1.7% growth rate in 1987 for Venezuela represented
a sharp decline from the previous year's 5.4%. Ecuador registered a 0.9% decline. * Nicaragua
turned in the region's record for consumer price inflation at 1,300%. The next highest rates were
recorded for Brazil, 366%; Argentina, 175%; and, Mexico, 160%. * The most positive economic
development last year was a reduction in the region's aggregate trade deficit from $12.1 billion in
1986 to $9.9 billion. In the Mexican case, oil price recuperation and growth in manufactures exports
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produced a 31% increase in export revenues. * UNCTAD reiterated that the negative results for
Latin American economies in 1987 were largely attributable to the foreign debt crisis. * In the course
of the year, regional governments' economic policies were focused on the struggle against inflation
and improving the trade balance with the objective of meeting foreign debt payment obligations.
These policies translated into restrictions on domestic consumption combined with stimulating
export sales. Pointing out the importance of domestic demand in gross domestic product, the report
stated that export growth is inadequate to significantly boost the region's economies in 1988 and
subsequent years. (Basic data from AFP, 09/01/88; New York Times, 09/02/88)
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